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REAL ESTATE TRANSACTIONS

During the period 2007-2010, Lebanon’s real estate sector has developed to become one 
of the success stories of the country’s economy benefiting from the buoyant domestic 
economic performance during that period, while continuously experiencing robust inflows 
of capital into the market. In fact, the country’s favorable investment climate coupled with 
financial market crashes in around the world at that time resulted in an upsurge in FDI inflows 
which translated to a booming real estate sector. However, since the beginning of 2011, the 
property market witnessed a slowdown affected by the domestic political instability and 
the regional disturbances. The real estate sector continued to face weakening demand in 
2012 as the domestic political stalemate and the regional turmoil failed to unravel. This was 
reflected by the 10.2% drop in the volume of real estate sales during that year. 

As the investment climate further deteriorated, the security situation worsened, and the 
spillover effect of neighboring disturbances continued, the real estate sector continued to 
bear the cost of this unfavorable situation. In fact, in 2013,  real estate sales totaled 69,198 
witnessing a 7.2% decline. Similarly, the value of real estate sales dropped by 3.4% y-o-y 
to USD 8.87 billion in 2013.

REAL ESTATE MARKET DEMAND SIDE

Source: Real Estate Registry
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REAL ESTATE MARKET DEMAND SIDE

The drop in property sales was coupled with a decrease in demand for large-sized property 
and a shift towards smaller-sized apartments. As a matter of fact, although real estate 
sales plunged in the past two years, the drop was not uniform across demanders. While 
speculative and investment demand for property decreased given unfavorable political and 
security situation, residential demand continued to grow yet at a slower pace. Market players 
who purchase real estate property for investment or speculation usually opt for large-sized 
estates while those, who purchase property to actually live in, favor affordable apartments. 
As a result, according to a study by InfoPro Research, the share of apartments above 300 
square meters in size sold up till June 2013 dropped to 14% from 17% in the same period of 
2012. Meanwhile, the share of sold apartments with sizes between 150 square meters and 
199 square meters rose from 29% in January-June 2012 to 32% in the same period of 2013.

Source: InfoPro Research

REAL ESTATE TRANSACTIONS

The volume of property sales, which has been on the decline in most regions since 2011, 
continued to fall in 2013. Specifically, property sales in Baabda region, which have recorded 
consecutive drops in the past two years, recorded a 12.7% decline in 2013. The volume of 
property sales also deteriorated severely in the South region dropping by 16.1% year-on-
year in 2013. Concurrently, property sales in Beirut continued with the falling trend, however, 
at a lower rate. Thus, it declined by 6.2% in the aforementioned period after recording 
double-digit declines in 2011 and 2012. On the other hand, the Bekaa region, which had 
previously suffered from subsiding demand for property in the past, witnessed an increase 
in demand in 2013 with a 5.5% rise in number of real estate transactions recorded.

Source: Real Estate Registry

2008 2009 2010 2011 2012 2013
Beirut 6,702 6,619 6,947 6,088 5,239 4,912

% Change -1.2% 5.0% -12.4% -13.9% -6.2%

Metn 12,106 10,988 11,739 9,363 8,804 8,416
% Change -9.2% 6.8% -20.2% -6.0% -4.4%

Kesserwan 10,117 9,637 11,294 10,119 8,422 8,146
% Change -4.7% 17.2% -10.4% -16.8% -3.3%

Baabda 19,901 20,686 23,158 19,126 17,682 15,435
% Change 3.9% 12.0% -17.4% -7.5% -12.7%

South 6,944 7,316 8,460 8,218 7,660 6,423
% Change 5.4% 15.6% -2.9% -6.8% -16.1%

North 12,860 13,787 16,395 14,107 11,500 10,794
% Change 7.2% 18.9% -14.0% -18.5% -6.1%

Nabatieh 4,529 5,236 5,963 5,986 6,005 5,524
% Change 15.6% 13.9% 0.4% 0.3% -8.0%

Bekaa 6,859 7,240 8,114 7,545 7,259 7,656
% Change 5.6% 12.1% -7.0% -3.8% 5.5%

Others 1,647 2,113 2,250 2,432 1,998 1,888
% Change 28.3% 6.5% 8.1% -17.8% -5.5%

Volume of Real Estate Transactions

Jan-June 2012 Jan-June 2013
Under 150 21% 22%
150 - 199 29% 32%
200 - 299 33% 32%
300 and above 17% 14%
Total 100% 100%

Composition of Sold ApartmentsProperty Size (sqm)
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When it comes to the value of property sales, Beirut region recorded a sharp 10.6% year-on-
year decline in the value of real estate transactions which reached USD 2.46 billion in 2013. 
The steep drop is attributed to the downward correction of Beirut’s high prices in response 
to dwindling property demand. Likewise, in each of the South region and Bekaa, plunging 
property sales in 2011 and 2012, exerted downward pressure on property prices. As such, 
the value of recorded real estate transactions fell by almost 16% and 5%, respectively, 
during 2013. On the other hand, each of North and Kesserwan regions maintained sticky 
real estate prices as indicated by the rising value of property sales despite the falling 
number of transactions recorded.  

REAL ESTATE MARKET DEMAND SIDE

Source: Real Estate Registry

in USD Billion 2008 2009 2010 2011 2012 2013
Beirut 1.98 2.08 2.57 2.78 2.75 2.46

% Change 5.4% 23.2% 8.1% -1.1% -10.6%

Metn 1.25 1.30 1.80 1.61 1.62 1.80
% Change 4.4% 37.9% -10.5% 0.5% 11.2%

Kesserwan 0.97 0.81 1.07 0.99 0.99 1.18
% Change -16.6% 31.1% -7.4% -0.1% 19.7%

Baabda 1.42 1.62 2.39 1.93 1.94 1.88
% Change 14.0% 47.7% -19.4% 0.5% -2.8%

South 0.28 0.30 0.44 0.45 0.50 0.42
% Change 6.3% 46.0% 2.1% 13.3% -16.6%

North 0.44 0.48 0.68 0.55 0.56 0.58
% Change 8.8% 41.2% -18.5% 1.5% 3.6%

Nabatieh 0.09 0.13 0.17 0.19 0.22 0.22
% Change 39.3% 26.1% 14.5% 14.3% 0.0%

Bekaa 0.02 0.03 0.30 0.27 0.30 0.29
% Change 46.0% 983.3% -9.6% 11.7% -4.8%

Others 0.04 0.03 0.07 0.09 0.06 0.05
% Change -20.5% 125.8% 24.3% -33.3% -14.5%

Value of Real Estate Transactions
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Apart from the shift in preference towards small-sized apartments, real estate demand has 
witnessed a shift in property location preference. In fact, the breakdown of property sales 
by value reveals that while Beirut accounted for 31% of total transactions in 2008, its share 
dropped to about 28% in 2013. Meanwhile, other more affordable regions witnessed rising 
shares of property sales value. As a matter of fact, each of Metn region and South region 
gained in market share reflecting demand extension towards areas away from the capital.

REAL ESTATE MARKET DEMAND SIDE

Source: Real Estate Registry

Source: Real Estate Registry
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A closer look at real estate activity in Beirut region, which plays a significant role in the 
property market, shows that the popularity of the capital as the preferred residential area 
has fallen. In fact, the disproportionate change in real estate price trends in Lebanon 
resulted in a shift in demand behavior with buyers seeking more affordable property in 
various regions across Lebanon however away from Beirut. The high real estate prices 
in Beirut have forced middle-income consumers to shift their demand to residential areas 
in the suburbs. Furthermore, given that a large portion of the property available in Beirut 
region today has been developed during a period of rising foreign demand, it makes it 
difficult for this property to match the domestic needs of middle-income consumers, who 
usually seek reasonably priced and small-sized property. As it is indicated in the graph 
below, Beirut region’s share of the total volume of real estate transactions have gradually 
dropped over the period 2008-2012 from 8.21% (6,702 transactions) in 2008 to 7.03% 
(5,239 transactions). Beirut region’s share almost stabilized in 2013, at 7.1%.

REAL ESTATE MARKET DEMAND SIDE

Source: Real Estate Registry

FOREIGN REAL ESTATE DEMAND

When it comes to the split of real estate demand between local residents and foreign 
investors, it can be noted that foreign demand has declined gradually over the years 
but witnessed a reversal in 2012. The proportion of real estate sales to foreigners as a 
percentage of total real estate transactions declined from 2.38% in 2008 to 1.81% in 2011. 
However, as the number of displaced Syrian nationals relocating in Lebanon increased, the 
share of foreigners out of total real estate sales rose to 1.86% in 2012. However, foreigner’s 
share of property sales dropped to 1.78% in 2013 with the unresolved political stalemate 
and the continued regional turmoil.

Source: Real Estate Registry
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NEW RESIDENTIAL UNITS

Real estate suppliers have responded to the shifts in consumer preference in the past few 
years. As such, given that demand for smaller-sized apartments has been on the rise, real 
estate developers responded to this new trend, hence, supplying smaller-sized property 
even though profit margin from such property is low. In fact, the share of residential units 
which are 101-150 square meters in size increased from 26% in 2009 to 45% in 2012. On the 
other hand, the share of residential units which are 201-300 square meters in size dropped 
from 16% in 2009 to 11% in 2012. Likewise, the share of property above 400 square meters 
in size fell from 3% in 2009 to 1% in 2012. This shift has provided suppliers with somehow 
guaranteed sales, as no free-fall is expected in the demand of apartments in the 100-150 
square meters range given domestic residential demand for affordable property. Thus, real 
estate developers responded dynamically to new market trends shifting their target market 
from high-end demanders to middle-income households demanding property to actually 
live in.

REAL ESTATE MARKET SUPPLY SIDE

Source: Order of Engineers

Units 2009 2010 2011 2012
Below 100 sqm 2,712 1,695 1,853 1,504

% Change -37.5% 9.3% -18.8%
101 - 150 sqm 5,729 10,053 11,573 9,938

% Change 75.5% 15.1% -14.1%
151 - 200 sqm 6,178 7,201 5,735 5,401

% Change 16.6% -20.4% -5.8%
201 - 300 sqm 3,581 4,046 2,771 2,386

% Change 13.0% -31.5% -13.9%
301 - 400 sqm 850 503 505 345

% Change -40.8% 0.4% -31.7%
Above 400 sqm 609 543 279 151

% Change -10.8% -48.6% -45.9%
Houses 999 1,426 1,583 1,464

% Change 42.7% 11.0% -7.5%
Villas 1,108 1,036 863 914

% Change -6.5% -16.7% 5.9%
Palaces 8 1 6 5

% Change -87.5% 500.0% -16.7%
Total 21,774 26,504 25,168 22,108

New Residential Units by Size

SPECIAL REPORT

Analysis of Lebanon’s Real Estate Sector -  February 2014



9

Moreover, real estate developers have been increasingly supplying residential compounds 
instead of independent residential buildings. This is made clear by observing the drop in 
the share of standard residential buildings from 80% in 2009 to 71% in 2012, and the rise 
in the share of standard residential compounds by 8 percentage points to 10% in 2012. 
Further, the supply of luxurious residential buildings dropped from a share of 7% on 2009 
to 5% in 2012, while the share of luxurious residential compounds rose by 2 percentage 
points to 7% in 2012.

REAL ESTATE MARKET SUPPLY SIDE

Source: Order of Engineers

CONSTRUCTION PERMITS

As demand in the real estate sector declined during the past two years, supply activity 
adjusted for the falling trend. Construction permits, the main indicator of oncoming real 
estate supply, retreated by 11% in 2012. The cautious attitude towards investing in new 
construction projects continued through 2013, where construction permits reached 12.925 
million square meters during the year, dropping down by 11.9% annually from 14.681 million 
square meters last year. This also reflects the shift by developers towards smaller projects 
in the wake of slowing demand for high-end properties.

Source: Banque Du Liban

Units 2009 2010 2011 2012
Standard Residential Building 17,409 20,287 17,890 15,750

% Change 16.5% -11.8% -12.0%
Standard Residential Compounds 480 2,135 3,310 2,215

% Change 344.8% 55.0% -33.1%
Luxurious Residential Building 1,418 1,086 932 1,100

% Change -23.4% -14.2% 18.0%
Individual Houses 999 1,426 1,583 1,464

% Change 42.7% 11.0% -7.5%
Luxurious Residential Compounds 352 533 584 660

% Change 51.4% 9.6% 13.0%
Villas 1,108 1,036 863 914

% Change -6.5% -16.7% 5.9%
Palaces 8 1 6 5

% Change -87.5% 500.0% -16.7%
Total 21,774 26,504 25,168 22,108

New Residential Units by Type
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When it comes to the geographical distribution of construction permits, there has been a 
shift in the distribution of construction permits away from Beirut region and Mount Lebanon. 
In fact, Beirut region’s share of total construction permits dropped by 6 percentage points 
since 2008 to 7% in 2012 while Mount Lebanon’s share fell from 53% to 46%. North Lebanon 
and Bekaa regions constituted substitute areas, where the share of construction permits 
increased respectively by 5 percentage points for each region since 2009 to 17% and 9% 
in 2012. 

The year 2013 witnessed a y-o-y decrease in construction permits in Beirut (-44%), Mount 
Lebanon (-17%), and South Lebanon (-11%). However, construction permits increased in 
and Nabatieh (9%) and North Lebanon (2%). Mount Lebanon captured the largest share 
of construction activity taking 47% of the total number of permits issued in 2013. North 
Lebanon accounted for around 20% of permits, followed by South Lebanon (11%), Bekaa 
(10%), Nabatieh (8%), and Beirut (5%).

REAL ESTATE MARKET SUPPLY SIDE

Source: Order of Engineers

(in ,000 sqm) 2008 2009 2010 2011 2012 2013
Beirut 2,148 1,404 1,565 1,332 1,096 615
% Change -35% 11% -15% -18% -44%
Mount Lebanon 8,434 6,760 9,614 8,483 7,296 6,064
% Change -20% 42% -12% -14% -17%
North Lebanon 1,937 3,113 2,590 2,738 2,474 2,525
% Change 61% -17% 6% -10% 2%
Bekaa 953 908 1,156 1,209 1,330 1,331
% Change -5% 27% 5% 10% 0%
South Lebanon 1,743 1,425 1,708 1,638 1,559 1,381
% Change -18% 20% -4% -5% -11%
Nabatieh 808 731 976 1,065 926 1,009
% Change -10% 34% 9% -13% 9%

Construction Permits by Region

As for the breakdown of construction permits by use, the years 2011 and 2012 witnessed 
consecutive declines in construction permits dedicated to residential buildings. Furthermore, 
construction permits for economic sector buildings (agriculture and industry) dropped by an 
average annual rate of 12% in 2011 and 2012. Likewise, construction permits for hotel and 
tourism services building dropped by 55% in 2012 as a repercussion of the deterioration in 
the tourism sector. However, residential buildings still constitute the lion’s share of 79% of 
total construction permits followed by commercial buildings (10%), public buildings (5%), 
and economic sector buildings (5%).

Source: Order of Engineers

(in ,000 sqm) 2008 2009 2010 2011 2012
Residential Buildings 10,264 6,441 8,203 7,401 6,714
% Change -37% 27% -10% -9%
Commercial Buildings 1,066 338 598 616 845
% Change -68% 77% 3% 37%
Public Buildings 547 486 381 236 425
% Change -11% -22% -38% 80%
Economic Sector Buildings 252 284 520 425 397
% Change 13% 83% -18% -6%
Hotel & Tourism Services Buildings 296 122 156 232 104
% Change -59% 28% 49% -55%

Construction Permits by Use
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CEMENT DELIVERIES

Cement deliveries, the coincident indicator of building activity, fell by 4% in 2012 to 5,309,000 
tons after an 11.5% average annual growth rate over the past five years. This drop reflects 
the slowdown that characterized the real estate market during that year. However, the first 
eleven months of 2013 saw a 10.4% year-on-year increase in cement deliveries which 
totaled 5,454,000 tons. Yet, it is important to note that the increase in cement deliveries 
comes after last year’s 3.2% decline in the first eleven months of 2012 as compared to the 
cement deliveries in the same period of 2011, thus reflecting a necessary correction

REAL ESTATE MARKET SUPPLY SIDE

Source: Banque Du Liban
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Despite slowing local demand, high real estate prices are sustained for several reasons. 
First, Lebanon’s real estate sector faces real demand and not much speculative demand. 
In fact, Lebanese residents account for the largest portion of demand for property. Hence, 
Lebanon’s real estate sector does not encompass high-risk associated with speculative 
pressure that has been witnessed in other countries during the global financial crisis. 
This explains the stickiness in property prices, which did not adjust downward, given the 
continued momentum in demand by end-users despite the slowing overall real estate 
demand. Second, the scarcity of land and mounting construction of luxurious residences 
exert upward pressure on property prices. Third, the increase in real estate demand by 
displaced Syrian nationals is playing an important role in compensating for reduced local 
demand, hence contributing to further stickiness in real estate prices.

In order to understand the discrepancy in trend evolution of real estate demand, it is 
important to study the evolution of average value per real estate transaction. This value has 
gradually increased over the period 2008-2012. The highest increment was recorded in 
Metn region, where the average value increased by 78.2% to reach USD 183,553 in 2012. 
Concurrently, the average value per transaction in Beirut region rose by 77.7% over the 
five-year period reaching USD 524,146 in 2012. Baabda and Kesserwan  also witnessed 
rises in average value per real estate transactions which reached USD 109,473 and USD 
116,956, respectively. However, during 2013, while the average selling price per real estate 
transaction continued to rise in various regions, Beirut witnessed an 4.6% year-on-year 
decline. This is attributed to a combination of factors including price adjustment to falling 
demand in Beirut and the shift towards smaller-sized property, which lowers the value per 
transactions.

REAL ESTATE PROPERTY PRICES

Source: Real Estate Registry
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With demand for real estate on the rise in the past few years, Lebanese banks have developed 
tailor-made housing loans to meet the needs of both, the developers of new properties and 
homebuyers.

LENDING TO CONSTRUCTION

Loans granted to the construction sector have increased throughout the years reflecting 
sustained levels of the sector’s activity during periods of economic growth and slowdown. 
During the year 2009, outstanding construction loans increased by 12% by the end of the 
year. An even higher growth in lending to construction sector was witnessed in 2010, where 
construction loans increased by 30%. However, as the demand for real estate property 
moderated in the past two years, loans granted for construction purposes grew yearly by a 
modest 13%. During the first six months of 2013, lending to construction further adjusted to the 
falling activity in the real estate sector. In fact, construction loans grew by an unprecedented 
low rate of 9% year-on year and 7% since end-2012 recording USD 8,700 million by June 
2013.

REAL ESTATE MARKET FINANCING

Source: Banque Du Liban

LENDING FOR HOUSING

Over the period 2008-2010, housing loans witnessed remarkable growth reflecting improved 
consumer confidence, which was translated into higher demand for housing. This growth is 
also attributed to the support of the Central Bank of Lebanon through the various subsidized 
housing loans schemes. Also, banks have facilitated the process of owning a residence by 
applying historical low rates following BDL incentive measures for loans in LBP since mid-2009. 
During the year 2009, outstanding housing loans increased by 59%. An even higher growth in 
lending for housing purposes was witnessed in 2010, where housing loans increased by 61%. 
However, as the economy slowed down during 2011 and 2012, so did the demand for real 
estate property. Hence, outstanding loans granted from housing grew by a modest average 
annual rate of 27% in 2011 and 2012. Growth in housing loans  further declined in the first half 
of 2013 reflecting the slower activity in the real estate sector. In fact, housing loans increased 
by a remarkably low rate of 8% since end-2012 recording USD 7,840 million by June 2013.

Source: Banque Du Liban
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This study attempts to understand the impact of two factors, consumer confidence 
and average lending rate on real estate demand in Lebanon. Specifically, the following 
hypotheses are tested:

• High consumer confidence is associated with greater willingness to invest in real estate 
property, hence, contributing to more real estate sales and therefore resulting in a growing 
real estate sector.

• A high average lending rate indicates a high cost of investment in durable goods, hence, 
discouraging the purchase of real estate property, and therefore results in a contracting real 
estate sector.

To test these hypotheses, Ordinary Least Squares estimation was conducted to establish 
quantitatively the relationship between real estate property sales and the abovementioned 
variables.1 This study considers monthly data on Lebanon’s real estate transactions over 
the period May 2007- September 2013. Consumer Confidence Index, published by ARA 
Research and Consultancy, is used as a proxy for consumer confidence in Lebanon. 
Furthermore, the average lending rate over the aforementioned period is computed as the 
average of monthly lending rates in USD and LBP. 

The procedure followed is to first regress the monthly value of real estate transactions 
recorded in Lebanon on consumer confidence and average lending rate. The estimated 
equation explains 37% of the adjusted variation in Lebanon’s property sales, thus rendering 
the estimation quite reliable. The analysis showed that there exists a positive relation 
between the value of real estate sales and consumer confidence indicating that the first 
hypothesis is accepted. In fact, a rise in consumer confidence index by 1 point contributes 
to an increase in the value of real estate transactions by USD 1.1 million per month. In 
addition, the analysis verifies the second hypothesis stating the negative impact of average 
lending rate on the value of property sales. In fact, a 0.1 percentage point rise in average 
lending rate contributes to a drop in the value of real estate transactions by USD 17.4 million 
per month. These results are verified by the graphs below:

DETERMINANTS OF REAL ESTATE SALES

Source: Real Estate Registry, ARA Research and Consultancy

1 Technical details on the test performed can be found in Appendix 1.
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Second, the monthly volume of real estate transactions recorded in Lebanon is regressed 
on consumer confidence and average lending rate. The estimated equation explains 
12% of the adjusted variation in Lebanon’s property sales. The analysis reveals a positive 
relation between the volume of real estate sales and consumer confidence indicating that 
the first hypothesis is also accepted. In fact, a rise in consumer confidence index by 1 
point contributes to an increase in the number of real estate transactions by 13 per month. 
Furthermore, the analysis verifies the second hypothesis stating the negative impact of 
average lending rate on the volume of property sales. In fact, a 0.1 percentage point rise in 
average lending rate contributes to a drop in the number of real estate transactions by 24 
monthly. . These results are verified by the graphs below:

DETERMINANTS OF REAL ESTATE SALES

Source: Real Estate Registry, Banque Du Liban

Source: Real Estate Registry, Banque Du Liban
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DETERMINANTS OF REAL ESTATE SALES

Source: Real Estate Registry, ARA Research and Consultancy
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Disclaimer:
This material has been prepared by BankMed, sal based on publicly available information and personal analysis. It is provided for information purposes only. 
It is not intended to be used as a research tool nor as a basis or reference for any decision. The information contained herein including any opinion, news and 
analysis, is based on various publicly available sources believed to be reliable but its accuracy cannot be guaranteed and may be subject to change without 
notice. BankMed, sal does not guarantee the accuracy, timeliness, continued availability or completeness of such information. All data contained herein are 
indicative. Neither the information provided nor any opinion expressed therein, constitutes a solicitation, offer, personal recommendation or advice. BankMed, sal 
does not assume any liability for direct, indirect, incidental or consequential damages resulting from any use of the information contained herein. 

APPENDIX 1

ORDINARY LEAST SQUARES ESTIMATION

Source: Real Estate Registry, ARA Research and Consultancy

Mazen Soueid, Stephanie Ghanem, Ziad Hariri, Nadine Yamout, and Rita Nehme

Source: Real Estate Registry, ARA Research and Consultancy
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